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To	 Chief of Station, Gently
INFO

HE

HEADQUARTERS FILE NO

328-126-0024
rim 690

Chief of Base, Berlin
DATEATE

29 October 1959
SUBJECT

LCCASSOCK/Fatimated Coat of Project Liquidation and
FY 6o Budgetary Requirements

RE	 43-3" -	 CHECK	 1 /4	 ONE)

MARKED FOR INDEXING

NO INDEXING REQUIRED

ACTON REQUIRED

See paragraph 8
INDEXING CAN BE JUDGED
BY QUALIFIED HQ DESK ONLY

EFERENCES,

A.	 BaL16-6307, 29 September 1959
B.	 FRA1-8341, 15 October 1959

I.	 Per the discussions held with COS on 23 September 1959,
cost calculations and our estimate, based thereon, Of FY
are itemised below.	 Relevant comments and explanations
cost sobednle are contained In the succeeding paragraphs.

A.	 Estimated project termination coats:

1.	 Employe* separation costs:

a.	 Christmas bonuses

b.	 Severance payments (excluding
tbDee for 1.-1, 1.-4 and L-8)	 DM

o.	 January-March salaries of 1.-1,
1,4 and L-8)	 '	 DM

2.	 Prinnipsigi termination settlements (equivalent
salaries:

a.	 1.-1	 BM
b.	 L-4	 DM
0.	 L-8	 rom

3.	 Other termination costs:

a.	 Office rental contract	 DM
b.	 Telephone system contrast	 DM
o.	 Miscellaneous dismantling costs 	 DK
d.	 Miscellaneous accounts payable	 DM

4 •	 CARDINALZ OmbH liquidation ousts:

a.	 Liquidator-is fee	 DM
b.	 Miscellaneous liquidation expenses	 DM

Approved:

project tensination
6o budgetary requirants

keyed to each item in the

DM 2,484

27,452

11725

to nine months'

24.075
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5.	 Safety margin for miscellaneous
unanticipated costs:	 DM, 5,000 lom 136,422

B. Refloated inoomel

I.	 From sale of assets	 rm 17.305

2.	 From accounts receivable 	 DM 8,o00 DM 25305

C. Estimated net project termination costs: Dl 111 117

D. Recandto lotion of FY 60 costs (disbursements):

Pro jeot funds already disbursed (Including
November 1959 subsidy) DM

Projected December operating costs (fixed and
variable), exclusive of Its A.1.a. above DK

Estimated net project termination costs

E. Total FY 60 budget required DM

or =1:1--7-eesee.i■

fl. In ;;;;;Iiiia4101 A. of the above schedule (estimated project termination costs)1

A. Item 1.a. is the total of normal Christian bonus payments for all CARDINALE
employees.

B. Item 1.b. includes severance pay to four employees whoa tenure and status
require payment of salary until 31 March 1960 (at 10,452); one or two months' gra-
tuitous salary payments to the remaining personnel, de pending on their relative
employment status (ea. DM 11000, exact amount to be determined); and employer's
taxes on the above and Item 1.a. payments (ca. DM 4,000, exact amount to be deter-
mined).

C. Item 1.0. consists of salary payments for 1.-1 (DK 2,675 monthly), L-4
(DM 1.000 strethly) and L-8 (DM 900 monthly) for the three-month period January-March
1960. In effect, this extends the KUBARK employmont of these three principals
through the first quarter of 1960. During this period the anion of all three
will be required to handle the rather complex tasks involved in closing down Leen...VOCE
and cAnsytwars, operations. 1.-1 will be needed primarily to handle the disposal of
assets and records, to settle the overt affairs of CARDINALE (including the war-
dial magesine) and to advise generally on " r"ROCE connections in the process of
dissolution. 1.-4's services will be needed to settle accounts with distributors.
to terminate liaison amd backstopping conmections with the Buodespost and to deal
with employee matter* (including e gaplayee claims against CARDINALEif they should
arise). L-8 will be actively employed for at least the first three months of 1960
to handle post-liquidation correejnedence, pay bills and generally sat as a liqui-
dation clearing office.

D. Item 2 termination settlements for L-1. 1.-4 and 	 represent ran•-sosth
sevenalos pay in each ease. It is possible that L-8 will sontinue to "work oil'
part of her termination settlement after her employment ends on 31 March 1959 OY
assisting the Liquidator in his conegondance and negotiations with belated creditors
and by ocatintting to sot as a central liquidation clearing point as needed. In the
case of 1.-4, the amount proposed is not out of /Ina in view of the agent's almost
ten-year XUBARK service. The amount proposed for 1.-.2 is proportionate to his present
salary status (relative to 1.-8 end La) and appears commosurate with his nine-year
utilization by =BARK.
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E. /ten_3,a. amount represents the unpaid balance on the office rental con-
treat. This contract is waking until 30 April 1961, that la, for sixteen months
following the termination of operations on 31 December 1959 (monthly natal of
De 830 x 16 - DR 13,280). It is quits possible that this amount can and will be
reduced by finding another tenant to take over the contract or by an arrangement
whereby CARDINALE sublets the offices for a /tad rent for the duration of the
contract. The latter alternative is the more likely prospect, but it is still too
early to estimate the extent by tot the total amount sight be reduced in this
way. We have accordingly included the full amount of the contract, subject to a
Possible future reduction.

F. Item 3.b. is an amount representing the estimated cost of liquidating the
CARDI/aLE telephone system contract via negotiated settlement with the Bundespost.
This standard ten-year contract is le gally binding until 23 February 1965 (at 346.93
it 62 months - De 21,509.66). In preliminary conversations with the SMsdespoat,
hoverer, L-4 has determined that sonsiderably less than the Cull amount will be
sufficient to absolve =MULLET of its contractual lish4l ity in this cue. At this
writing we don't know what this compromise settlement will be, but our beat guess
is that it will be in the range of DM 10-15,000. The upper figure in this estimated
range has been used for the purposes of this calculation.

Stied to cover tax consul-
gas, water and burglar alarm

G. Item Z.e. dismantling costs include amounts
tants' fees, renovation costs and contracts for postal,
facilities.

H. Item 3.d.  Is a very rough estimate of the amount needed to settle creditor
claims on °Asmara. (Sea paragraphlY below.)

I. Item 4.a. is an amount provisionally set aside as a fee for the lawyer
designated to act as CARDINALE liquidator and =BARK ownership trustee during the
year (	 following the initiation of legal. liquidation. (During this year
the CARD	 legal shell will remain alive, and its net worth cannot be liquidated.)
In recent discussions with C	 we have ecemluded that, ell things con-
sidered, (_	 ) would be the best candidate for this job. LCCASSOCA...7, the
other possible candidate. is regarded AS not sufficiently reliable and a bit too
expensive for this purpose (we would have to extend the trusteeship contract with
him for another year). With c	 ) we would have someme eho could be counted
on to represent-X=4RK interests exclusively end unhesitatingly. Moreover, his
"outside" status would minimize the possibility of personal entanglement with project
principals and termination problems, and his extra-project relationship to
would provide a desirable independent cheek on the liquidation process. In order to
avoid unnecessary publicity for C	 ) as liquidator (the name of the liquidator
is announoed three times in the public press), it is proposed that 1.-1 act as initial
liquidator, registering himself as such in the official handelsregister and taking
care of the press announoements, and thereafter turn over the function tec 	 ) This
switch would Involve the registration of o :3 mane in the Bandelaregister (as suc-
cessor to 1.-1) but would be otherwise unpublicised. C ) estimates that C )
fee as liquidator (and as MARE ownership trustee) for the full liquidation year
would not exceed DM 3,000.

the rate of DM 300.monthly
which may arise, such

CARDniaLE during the

J. Item 4.b. is an arbitrary amount, calculated at
for twelve menthe, to cover incidental liquidation
as the cost of maintaining a P.O. account and address for
liquidation year.

schedule (Section A), is an
expenses which may arise

K. Item 5, the last Item in the termination oast
amount we have included to cover presently unforeseeable
during the liquidation process.

III. in Section B of the above schedule (estimated	 ) we have included *unnerve-
tive estimates of two type* of income each may be expected to reduce gross liquida-
tion costs. These ere:
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A. Item 1, 1234406 from the sale of CARDMILE office furniture, Printing
equipment and two oars. Under separate cover attachment is a cost inventory of
these assets, based on current market conditions. Their total assessed value is
estimated at DN 28,842. Per present purposes, particularly in view of the need to
find buyers without undue delay, we have arbitrarily discounted this assessed
value hy 40 per cent. The resulting "estimated sale" value, mm 17,305 has been
used in the Shove calculation.

B. Item 2, proceeds from accousts receivable. This is a rough estimate of the
amount which is expected to scoria from CARTUANIEdnatore (largely sale outlets
for the coamierelal megaine). See peregrapb IV below.

IV. With masa to Section A, Item 3.4. and Section B, Item 2 (=counts receivable
and Deviate), it will be noted that these items tend to Delouse one another out,
that is, before eseriveate goes into legal liquiAstion it is expected that income
from outstanding debts will largely cancel out payments to outstanding creditors.
After legal liquidation is initiated—this is tentatively planned to take place
some time in January 1960—the met worth of the business, that is, the realisable
value of assets /Asa liabilities, will be "frosen" as far as =BARK is concerned.
During the evening liquidation year, the liquidator of the firm is empowered to
use the remaining assets to pay creditor claims as they arise, but the final net
worth of the business cannot legally revert to IBMS until after the expiration
of the liquidation year. As noted above, it is planned to reduce both cesspits
receivable and accounts payable to an absolute minimum before legal liquidation
"sets in." In this way, MARX will realise a imellamm reimbursement from the
Project to reduce FY 60 budget needs and a minimum amount will remain as =recover-
able until FY 61.

V. You will note that, as a general rule, we have maximised costs and minimised
income in the paragraph I ostentation. In other words, we expect that net project
termination costa will not exceed DN 111,117 but say well be less than this amount.
Based on this maximum cost estimate, and including subsidy funds already disbursed
and projected to cover December operating costs, the FY 60 budget required for the
project is estimated at DK L 	 -al or $L- .1.

VI. As an aid in fitting the above calculations and comments into a chronological
framework, the following termination time schedule boa been prepared, based an BOB
discussions with LOWS= principals and with c	 1 over the pest month.
This schedule is substantively tentative and incomplete, but it does provide a rough
working chronology of the terminal= process in the coming months.

November: Instruct L,7 to transfer his trusteeship of EUBARK's equity in
CABEIMME to 0-6. Notarised contract to be effective before
10 December.

December: Set date for initiation of legal liquidation, preferably sometime
in January 1960. 1,1 to be designated as initial liquidator.

Deoembernianary: To the greatest possible extent convert physical assets and
accounts receivable to cash, to apply against eraunts payable and
current liquidation expenses.

January: 1,1 registers legal liquidation in ilandelarogiater, naming himself
liquidator, and announces ligninefrien three enscesela times in the
Public press.

January: In and 1.-4 tot 1.y relinquish their WOKE equities. Reimburse-
ment to them (necessary for tax purposes) to be deducted from their
termination settlements.

January-Pebruarys. 1.4 transfers liquidation function to
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January-FebruarY; ( ) prepares the required CARDINALS financial report, as of
the data, of initiation of legal liquidation.

February 1960 - January 1961:( }satisfies any reaseinieg CAMIllia creditors.

January 1961:(	 )prepares the required CAMINALE financial report at the
end of the liquidation year and transfers the remaining realisable
net worth of the firm to KUDARK.

VII. The above calculations and time schedule are based on the assatien that L-1
will not find alternative meanl y of keeping CARL0:M&LE going alter Deoenber 1959 as
a legal and commercial entity. In actual fact, the chance that some such means
will be found coannot yet be excluded. 1.-1 is continuing his efforts through various
commercial and Padre" connections to find enough business to keep the firm together,
if only on a sawn reduced scale. We expect that the picture on this will be clear
by the end of November at the latest. If no concrete alternative to dissolution
is subnitted by L-1 by that tine, the above planning will be implemented. If, on
the other band, he comes up with a firm, substantive proposal whinh ensures that
he will be able to keep the business going without MARK funds after 31 December
1959. our present termination cost planning will have to be coagaletaly revised.
In this event our liquidation problems will be simplified and coats reduced.

• It is requested that Station, within the framework of its overall adjustment
of the revised FY 6o budgets announced in FRAM 8341, take necessary action to
secure adjustment of the LCCASSOCK budget. Station concurrence in the termination
payments proposed for 1.-1, L-4 and L-8 per paiNWPIN* II.D. above is also requested.
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42-

USE PREVIOUS EDOON
REPLACES FORMS
51-28, 5I-28A AND 51-29
WHICH ARE OBSOLETE

CLASSIFICADON

S ECRET



rrj

,	 1	 •

aip
tiv

1,t1r.	 e

•
Asa

,

IC ' 	.
•:;}

-	 :4--	
.'"\rt: Pk.	 ',:st:.,, • ,..	 ':	 ,...	 . „ ,..	 ; , . ,

x-,,,i., = ,,,, , ,,, •:::',:',ff ' ?!.,:tt~p..	
.,

V .S . ;,,T.PYI:.

,.s 

-	 • •	 -1 	 1 . at 1..r ..tt,it t -S ' :: "' : -W,Mr: PYI.' •-....1..t:-
' .• .'li ' . '	 .'F'ammi, 	IPAtiam.' nqn**Iiaiiimiipar s4 	 :: .̀..0...•it `', C ...'>';''-'4:;• ,.

; ^•;7',1;:f...:.", •	 '", ; C!;1,V•Silttle. icis, rtioik :,:. E.. : , ,.: :,.....:-;;.....y...A::.:/;,:, z . ..-1....4.± ..:.' 4 *,
i 1,1„ .a.:ttsai .:_itiLt s:LLtzl e, ..t .;	 . 144.214i.

4	 •	
Lr,r,	 r

:Lot	 ctio.71444,‘ six'a	 •

,	 •	 •	 r

Ams,44famnp4.9noo s‘ Irkwm,Y124 spiirA44744,59 ,

. .	
• tetn,”tassi je_a_inettiu

04016 

•••
, i0i*AktiitZ**P4ii.

,41t1/24/44.4.2.-tzellat
..,;,,reyiiiy_erlakvtigke:4501,1.41utoz#4.:;

.	 iTiO)a,r.4441.stes(

:•

••• •••••:/...2; .

Ain 'QC, AD-	 •	 „	 Dt.A:
T4.0.5.: Al ? 	,

	

,'.4; --verizehted...besehrlabm	 .
stn,,Ilgrepion74,41,i.?",asiebta

"12/	 ihrlat 1959:•:	',• -• 4•L '•	 • -
44t!, 444.1* ii .49.133 .;. 

Ma' 400;4 -119,brift.e4

Ll'citar
I r 	 logo.s

.	 •

44
: S_ • C.C4r1.?;<e.,7.	 t...•

,/:•••■•.en	 .11,t1F4.,A
-72

st`frAyd';;;Ef„



••••,',	 •

ra4c.

ri

• •

44j,11 54 basekr. /Ma	 500•
.•	 ith;

41.7



2.
..; , 22,

 sr : .• t• . 0•
... • .24. 	 t !k• 'f',....,... ..i. :is	 •

....:2,/	
,

' 	 ..!•, : •	 ,

:-. 26',kOrs:.iles4- -. .. :: • • ... „ ; ... y _ 2.:	 . .	 -	 - • <..t.,.. 27. ,.	 'num t u.skg:' . :, • .- / r. • .-. • -.,/, ' •
25. ''s .; - -2II:r. tiii.414ruist*,..2. ; :- . . -	 ':. ?:.,•-.::• .
as'.	 A144.11,-..?cY.: ' I. 45t.:: €:::	 i:.1.:,1■;,,:.:;,i !.. ; .4. •i. Ci',.4.;*.,

' 30. 	 __4,Ø.XASOIN,Inil '... ' :.;.'.;',..:-=5., :.&.• ' ......", • •::.:-• ::.- l.:'.1?:::-:-,• -•
31.. , 	 LIMO, 4E44704 14. ,904110. ',3*,?..tg*S4:4 ....•:. ''■

32* 4.fratiaterT:: ., " .11.do *:: .. :'. t4t*:,•,.• u....%.	 ".,.	 ,.	 .	 ..	 ..,....	 .	 .	 .:15.	 11. -1.; : :-.11:::-:- if . . -.	 . : .-;./.'fi; r.- ..	 *;.....
i 34	 ' 04.4. ;-	 'i35,





zk.
,	 ..34;4041.114,Tt g

0014O0.04#4,21;; I:41,:q „.
trItEatin	 nie 1,4'44
04v.frat44iit.::4-P4t.114 - 3”%44tg):4-/

iti*Otsui Airma*Iient 'S..• 1",•'
5041,111,31giiLLS•194141P2-*OfW1.$tSaqptta
flat --;:•se

ao
,rn

f#	 •

• he taro
• 11.Y,

74444^t4lfa:7959,4
e■44"

sn.ta tosikoo
,44.2,,440

4:14Z4*
4ibt.sactisiit,04:400

.,...e.4740CPROttott	 ".*fasiter,A0,11:41,i
4,11r,a. ..ublgatitif •	 • • •	 ,••

itytiticoraM.onets
Tiotsh

10404. „ 40,it.4,., 950*
;Sate 'pli4*eat:$,Eche

.114.14wg-41**iirsjiiqb.rotimmt*
fikepboClea.#1194/3,10;.*F0,04W1frP•11..if.

3,1to/44,ot	 to4414400rsoo'-4ø$9 rAbw4sØ4.ns 5O !
!

,

*.f41411.4444•4 - 4



itlasifS __	 te14,.	 .4;
.N44:04przicsa:,,, 	 ,	 ,•

•	
ar$940.rachniOnaisokasC:lanpras, ',4o975t..44	 vevl,141,13. :bpsisOteieVtri .:; ...Dravei:17	 :1

.:40401140e4,-.,•3: 17
11.

4.0• r ., 345.-4:
4)**44 seal 3' : Dr ebilacter	 C., •:UT

lor■fairi:Zir. 	 t'•
tati.13.4W44uPttelklit'4.41.1444“.'itt4:.4t,t

.altatuss rtmair,l'arshatip,iact
higraSIA• -41VItalatiflt.:$0.4,41btlikra.-?:tii1t,:411440*'

.9Vrar.V.641.112,-.*7•140::21•4:, 9•75.• W	 •ZS • • . 
Wiach.la _53111'.	 -
- :VOrvi,441.0441MOS4PPAl4

4,1%*"394:T ail:),ArtiOnasokr011%.-,'t
i-,9441/49k1014:40:04i

1•11.gt4+Ira?.	-

i....:La4:•;:Atr..eir. .Y117,

.14:1•17.4644*"i.-7..

ircP"-arst ,-••••-•,,•,••=4;i0:1Lr • •

ttm 	 IP0'444e4". ..	 Att
4,44;,!*:t■rity-N*0.40,14:' :D1OL:yo.reSgbiatikP Itersit's044VivlOple .wOdep..,4chflitisaverLuti4,41,

QktOk ;1959)v...



zr."11114044147kIN,
in	 yerktiasititside Mut

giforstAlOtel, vArrostii!,
:040.rholuagebtaft*Oig

144 lifortonstWatalgasA.Adie,h,4141*, :i4414!4444,,,htId, voritihsadeu 120411111,* intiProglies dfl hsufl2 $14-v44 'Arden Asa's bestir: lit01,141 -wad Gnin.Ai	 ilea


